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* S,a,e Fund ;::::#.:.::[::: ::::.:::::.,.,,employees currently covered under the PERS irtn. s,ui" Fund is restructured.o Continue to be a govemmental entity,
' All employees are no longer eligible and move to a new retirement system, oro current employees stay in the PERS, and only r"* hi.", move to a new retirementsystem.

* At the request and expense of State Fund, the pERB,s Actuary, Stephen McElhaney,cheiron prepared a report under the third scenario above. Entitled ,lrtu*iot t*port -Proposal to Close ZERS to Future Hires at Stare Fund.

* whenever a group is removed from, a planthere is a negative effect on the system,sfunding' The Unfunded Actuariar Acirued Liabirity lrEr.ur"r.

* State Law and the Montana constitution require the retirement systems be funded on anactuarially sound basis.

* The privatization of a state agency is not addressed in statute. The closest situation iswhen a local Eovernmental entity wishes to withdra* r.* pERs - AddresseJ i, gt e-:-201(3xd), McA discusses contracts with poriticar subdivisions.

Upon receipt of the termination resolution, the board may request anactuoriar valuation of the riabirities of rhe rerminating agency to theretirement system, and the board may wilhhod ;ip:;;rri of ilre termination ofcontroct unt, sa,tisfac.tory a*angemenls ye -odi to provide fundingfor onyexcess accrued riabirities not previoustyfunderl by the terminating agency.

* DB Plans expect a level percentage of coverecl payroll - the expectation is a stablemembership with increasing payrJl due to srlu.y in.."ur.r.

* 
I*:tffi*moving 

emplovees makes funding rhe Unfunded Actuariat Accrued Liabitity

* The Actuarial Impact Study
o Assumptions

. 4%o payroll groMh. 7.75Yo assumed rate of return
' GABA is assumed to be I '5%o per current state law [The reduction of the GABA(HB454) has been challenged with a law suit. currently there is u 

"ora 
inlrnctionmaintaining the previour caBa pending the results of the Iawsuit.]
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. State Fund Restructure effective June 30, 2016

Impact
r There is no impact until future hires of State Fund are not enrolled in PERS'

. Payroll contributions decrease each year. The decrease increases each year due

a declining payroll. ln203l the payroll contributions are $4'3M less than if all

State Fund employees remained in PERS'

' Every year theie is a shonfall which accumulates over time'
. By 2033, if all assumptions are met (including 1.5% GABA and the 7 '75%

assumed rate of return) PERS will be in a surplus status; however, that surplus is

projected to be $101.6 M less than if State Fund employees remained in PERS'

.i. Remedy
. Payment each year into PERS based on new hire payroll after the effective date'

o payment might be the difference of Required Contributions - Normal Cost (approx'

4% of paY)

. Employee contributions fund a portion of the Normal cost (average annual cost of
membershiP).

o Employer contributions fund the remaining portion of the Normal cost plus the

Unfunded Actuarial Accrued Liability'
o Normal cost changes slightly with each annual valuation

o Currently pERS Elployer contributions change based on the funding level (FIB454)

. The total amount would increase each year as payroll increases

o TheoreticallYforever
o Board and actuary discussion to determine an end date

. Need to see the next valuation

. The outcome of the lawsuit

* We have two examples of how these type of situations were addressed in Montana:

.WhenoRPwasimplementedfortheUniversitySystememployees
. Montana univeisity system retirement program contributes a supplemental ER

contribution sufficient to amortize ,by 71112033 past service liability for

universitY system members'

. When the Defined Contribution Plan was implemented in the PERS

. Employers contribute a percentage of compensation to the defined benefit plan

for iach defined contribution retirement plan member.

* Possible IRS Qualification Issue

. Approximately every five years our retirement plans are reviewed by the IRS to

.r.rr. they remain qualified governmental retirement plans.

. If State Fund is privatized and no longer a governmental employer' keeping State

Fund employ..t i, PERS may impact our qualified plan status'

. The retirement system must maintain its qualified status for our members and

employers to enjoy certain aspects such as: tax-deferred contributions'

o Question tbr our tax attomey consultants, depending upon the outcome of this study'
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